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COMMENT

MICHAEL SKREHOT*

Taiwan's Changing Patent Law:
The Cost of Doing Business with
the World
I. Background
The Republic of China on Taiwan (Taiwan) has had a patent law in effect
since January 1, 1949.' The law remained relatively unchanged during the period
of rapidly growing export trade following the relocation of the government of

Note: The American Bar Association grants permission to reproduce this article, or a part thereof,
in any not-for-profit publication or handout provided such material acknowledges original publication
in this issue of The InternationalLawyer and includes the title of the article and the name of the
author.
*J. D., 1996, Southern Methodist University. 1995-96 Articles Editor, Southern Methodist University School of Law Student Editorial Board, The InternationalLawyer. Patent Agent, Texas Instruments Incorporated. The author would like to thank Eric Chen and Mark E. Courtney for their
comments on this paper. The views expressed in this paper are those of the author and do not
necessarily reflect the views of the persons and entities named above.
1. PATENTS THROUGHOUT THE WORLD T-1 (Alan J. Jacobs ed., 4th ed. 1994). Taiwan's patent
law was originally promulgated on May 29, 1944, became effective on January 1, 1949, and was
revised and promulgated on January 22, 1959, May 12, 1960, April 16, 1979, December 24, 1986,
and December 28, 1993. Id. The Enforcement Rules of the Patent Law were originally promulgated
on September 26, 1947, became effective on January 1, 1949, and were amended on August 16,
1958, August 22, 1973, October 2, 1981, and July 10, 1987. Id. The most recently amended Enforcement Rules were promulgated on October 3, 1994, and became effective on October 5, 1994. Letter
from Rita Chen et al., Tsar and Tsai Law Firm of Taipei, Taiwan, to the author 1 (Nov. 14, 1994)
(on file with the author) [hereinafter Letter from Rita Chen et al.].
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the Republic of China to Taiwan in 1949.2 However, as a result of pressures
inherent in possessing one of the strongest economies in the world, Taiwan has
amended its patent law effective January 23, 1994. 3The new Patent Law promises
to help Taiwan upgrade its industry, establish itself as a modern nation, and
conclusively eliminate friction with its trading partners.'
A.

THE LEGAL ENVIRONMENT IN TAIWAN

1. The Legal Tradition
The legal culture of Taiwan is a blend of Western legal thought and institutions
imported into China in the early twentieth century and the traditional Chinese
conception of law in existence for thousands of years.' Traditional Chinese law
comprises two concepts: fa, literally meaning "law," which concerns measures
and provisions having to do with crime and punishment; and li, which includes
a wide range of rules of individual and social conduct that today are regarded
as civil matters. 6 Confucianism stressed li overfa, so law became highly ethicsoriented as it was relegated to a supporting role in maintaining peace and order
in traditional China. 7 The emphasis in Chinese culture on extralegal standards
as accepted criteria for social behavior has had a lingering impact on the thought
and action of the people of Taiwan.' Nevertheless, four decades of increasing
international trade and investment have forced dramatic changes in the way the
government and people of Taiwan view their law and how it compares to the
laws of the nations with which Taiwan trades. 9 The changes in Taiwan's patent
law are perhaps just one example of this new view of the law.
2. Origins of the Law of Taiwan
Modern economic development in Taiwan began when the island was ceded
to Japan as restitution for war damages following the Sino-Japanese War. ioTaiwan
remained under the control of Japan until the end of World War II, when it was

2. Frank Ching, Taiwan Needs to Determine Role of President and Premier, FAR E.

ECON.

REV., Mar. 25, 1993, at 36.

3. Sally Gelston, Taiwan Strengthens Patent Law, 16 E.

ASIAN EXECUTIVE REP.

7 (1994).

4. Taiwan Announces Programto Improve Its IntellectualPropertyRights, 10 Int'l Trade Rep.
(BNA) 1082 (June 30, 1993) [hereinafter Taiwan Announces Program].
5. Herbert H.P. Ma, General Featuresof the Law and Legal System of the Republic of China,
in TRADE AND INVESTMENT IN TAIWAN: THE LEGAL AND ECONOMIC ENVIRONMENT IN THE REPUBLIC
OF CHINA

1, 3 (Herbert H.P. Ma ed., 2d ed. 1985) [hereinafter

TRADE AND INVESTMENT INTAIWAN].

6. Id.n.1.
7. Id.
8. Id.
9. Id.
10. Y. DOLLY HWANG, THE RISE OF A NEW WORLD ECONOMIC
(1991). The Sino-Japanese War concluded in 1895. Id.
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retroceded to China as a result of the Potsdam Declaration of July 1945. " Soon
after the close of World War II, civil war broke out in China between Chiang
Kai-Shek's Republic of China Army and communist revolutionaries. 12 In 1949
Chiang and approximately two million Republic of China loyalists fled to Taiwan
and re-established the government of the Republic of China on Taiwan. 3
The Republic of China brought to Taiwan the basic laws of modem China
that were codified during the late 1920s and early 1930s. 14 These basic laws,
including the civil and commercial laws, were influenced particularly by German
and Swiss law.' 5 The commercial law of Taiwan is scattered among the Chinese
Civil Code and the four Special Laws of Civil Matters, which include the Company
Law, the Law of Negotiable Instruments, the Maritime law, and the Insurance
Law. 16 The Patent, Trademark, and Copyright Laws are part of a group of laws
relating to economic development that supplement the commercial laws found
in both the Civil Code and the Special Laws. 7 As Taiwan's foreign trade has
increased, the laws governing intellectual property have been modified several
times, but the recent amendments have been the most dramatic and far-reaching.s
In its rise as a world trading power, Taiwan has reached the point where it must
adapt its legal system to world standards. '9Yet, throughout Asia, enforcement of
civil laws is difficult,2 ° and the enforcement of intellectual property laws in particular requires a sophisticated court system. Countries like Taiwan lack not only
a pervasive and efficient court system for proper enforcement of intellectual
11. THOMAS B. GOLD, STATE AND SOCIETY IN THE TAIWAN MIRACLE 49 (1986).
12. Id.at 50.
13. Id.at 55.

14. Ma, supra note 5, at 11.
15. Id.
16. Id. at 17. The Chinese Civil Code contains five books: the Book of General Principles, the
Book of Obligations, the Book ofRights over Things, the Book of Family, and the Book of Succession.
Id. at 12. In applying the Civil Code, it is necessary to consider both the Book of General Principles,
which defines the general legal relations governed by the Code, and one of the other four books,
which are more specific in their coverage. Id. For example, the matters of a contract, such as who
may be a party, are governed by the Book of General Principles, while the consequences of the
breach are governed by the Book of Obligations. Id.
17. Id. at 21. Unlike the German law on which it is modeled, the Chinese Civil Code does not
distinguish between commercial law and civil law. Id. at 13.
18. Joseph S. Yang & C.H. Yu, New Trademark Law and Enforcement Rules, 16 E. ASIAN
EXECUTIVE REP. 9 (1994). The latest amendment to Taiwan's Trademark Law became effective on
December 24, 1993, and is aimed at overhauling the entire approach to trademark protection. Id.
Taiwan's Patent Law was amended effective January 23, 1994, and like the new Trademark Law,
is directed toward meeting international standards for the protection of intellectual property. Gelston,
supra note 3, at 7. The latest Copyright Law became effective June 12, 1992, and was largely the
result of U.S. dissatisfaction with the prior Copyright Law. Francis S.L. Wang & Laura W. Young,
Taiwan 's New Copyright Regime: Improved Protectionfor AmericanAuthors and Copyright Holders,
27 INT'L LAW. 1111 (1993).
19. Taiwan Announces Program, supra note 4, at 1082.
20. Arthur Wineburg, The Intellectual PropertyRegimes of East Asia-An Overview, in INTELLECTUAL PROPERTY PROTECTION IN ASIA § 2-16 (Arthur Wineburg ed., 1994).
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property laws, but the tradition and culture required to put the public on notice
of laws that will be enforced. 2
3. Taiwan's Relations with the United States
Following World War II, the Republic of China sought to enhance its stature
in the world by forging a strong economic relationship with the United States."
As a part of this strategy, the Republic of China signed the Treaty of Friendship,
Commerce, and Navigation (FCN Treaty) with the United States in 1946.3 The
FCN Treaty, among other things, guarantees reciprocal protection of intellectual
property between the Republic of China and the United States.24 Article 9 of the
treaty provides that:
The nationals, corporations and associations of either High Contracting Party shall be
accorded within the territory of the other High Contracting Party effective protection
in the exclusive use of inventions, trademarks and trade names, upon compliance with
the applicable laws and regulations, if any, respecting registration and other formalities
which are or may hereafter be enforced by the duly constituted authorities....

Less than one year after the FCN Treaty took effect, the Chinese Communists drove Chiang Kai-Shek's army from the mainland.26 During the 1950s
and 1960s, the United States continued to recognize the Republic of China
27
Government on Taiwan as the sole government of both China and Taiwan.
Accordingly, the FCN Treaty was honored by both the United States and
Taiwan. 28 This state of affairs existed until 1979 when the United States,
following the lead taken by the United Nations eight years earlier, switched
its recognition from the Republic of China to the People's Republic of China
(PRC).2 9 Upon recognition of the PRC, the official relations between the
United States and Taiwan ceased.3"
21. Id. Because the rights to intellectual property are a relatively recent aspect of the law, they
have not become a part of the cultural fabric of many less-developed or developing nations. Id.
Consequently, until the public becomes widely aware of these rights, the government is burdened
with overt policing of its citizens to ensure that the rights are respected. Id. Industry groups have
recently begun hosting workshops for members in an effort to explain the importance of protecting
and respecting intellectual property. Taiwan Turns New Page in IPR Protection, Central News
Agency, Dec. 26, 1994, available in LEXIS, ASIAPC library, CENEWS file.
22. New York Chinese TV Programs, Inc. v. U.E. Enterprises, Inc., 954 F.2d 847, 850 (2d
Cir.), cert. denied, 113 S. Ct. 86 (1992).
23. Id. The FCN Treaty was ratified by the U.S. Senate in June 1948 and took effect on November
30, 1948. Treaty of Friendship, Commerce and Navigation, Nov. 4, 1946, U.S.-Taiwan, 63 Stat.
1299.
24. Teruo Doi, Protection of Intellectual Property in the Republic of China, in TRADE AND
INVESTMENT IN TAIWAN, supra note 5, at 477, 480.
25. Treaty of Friendship, Commerce and Navigation, supra note 23, art. IX.
26. New York Chinese TV Programs, Inc., 954 F.2d at 850.
27. Id.
28. Id.
29. Id.
30. U.S.-Taiwan Relations Act of 1979, 22 U.S.C. § 3301(a) (1988). Despite its decision to
recognize the PRC, Congress could not completely abandon the government it had supported since
World War II, as evidenced by the language of § 3301(a):
VOL. 30, NO. 3
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The FCN Treaty remains in effect despite the United States' recognition of
the PRC as the official government of China. 3 The government of Taiwan has
demonstrated that if a nation continues to consider its agreements with the Republic of China as remaining in force, the Republic of China will reciprocate. 32 The
United States showed its intention to continue to honor its treaties with Taiwan
by passing the U.S.-Taiwan Relations Act of 1979, which provides that:
for all purposes .. the Congress approves the continuation in force of all treaties and
other international agreements, including multilateral conventions, entered into by the
United States and the governing authorities on Taiwan recognized by the United States
as the Republic of China prior to January 1, 1979, and in force between
33 them on
December 31, 1978, unless and until terminated in accordance with law.
The United States' policy of honoring the FCN Treaty has not been without
criticism, an example
being a recent attack on constitutional grounds in a U.S.
34
court of appeals.
II. Taiwan's Rise as an Economic Power
During World War II Allied bombing heavily damaged the basic infrastructure
and production facilities in Taiwan. 35 By 1952 stabilization measures, the release
of public land to farmers, and U.S. aid combined to bring Taiwan's agricultural
and industrial production back to prewar levels. 36 In the 1950s Taiwan employed
an economic plan focused on agriculture and labor-intensive industry requiring
little capital investment.37 During this period of cultivation of its basic industries,
Taiwan created an import-substitution economy by employing measures such as
multiple exchange rates, tariffs, and import restrictions.38 But, by the end of
the 1950s Taiwan's protectionist policies began to adversely affect production
efficiency as domestic consumption slowed. 39
The President having terminated governmental relations between the United States
and the governing authorities on Taiwan recognized by the United States as the Republic
of China prior to January 1, 1979, the Congress finds that the enactment of this chapter
is necessary(1) to help maintain peace, security, and stability in the Western Pacific; and
(2) to promote the foreign policy of the United States by authorizing the continuation
of commercial, cultural, and other relations between the people of the United States
and the people on Taiwan.
Id.
31. Hungdah Chiu, The Position of Customary International Law and Treaties in Chinese Law,

in TRADE

AND INVESTMENT IN TAIWAN: THE LEGAL AND ECONOMIC ENVIRONMENT IN THE REPUBLIC

209, 231 (Herbert H.P. Ma ed., 2d ed. 1985).
32. Id.
33. U.S.-Taiwan Relations Act of 1979, 22 U.S.C. § 3303(c) (1988).
34. New York Chinese TV Programs, Inc., 954 F.2d 847.

OF CHINA

35.

HWANG,

supra note 10, at 12.

36. Id.at 13.
37. GOLD, supra note 11, at 70.
38. Id. at 72.
39. Id.
FALL 1996
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In response to the saturation of its domestic market for basic goods, the Taiwan
Government carried out a series of financial and economic reforms that liberalized
import controls and expanded export tax rebates and export loans. 40 The result
was that from 1961 to 1972 Taiwan's annual export growth averaged over 27
percent. 4' The growth was achieved with labor-intensive industries, but when
wage rates rose, a labor shortage resulted.42 Consequently, in the 1970s Taiwan
invested in infrastructure improvements and began to promote high value-added
strategic industries such as petrochemicals, basic metals, and shipbuilding.43
A.

THE IMPORTANCE OF INTELLECTUAL PROPERTY RIGHTS PROTECTION

Taiwan's export-oriented trade policy has resulted in sustained rapid growth
since the late 1950s. 44 However, manufacturers in Taiwan are generally small
in scale and do not typically invest in research and development or concentrate
on product design or the establishment of brand recognition.45 All too often, such
companies rely only on short-term profits by copying foreign products or illegally
using foreign trademarks . 46 Also, many such businesses lack sufficient sophistication to recognize when intellectual property rights are at stake. 47 For example,
small manufacturers, not realizing that intellectual property rights may pertain
to manufacturers as well as to retailers, are sometimes induced to infringe on
foreign intellectual property rights by importers who request the manufacture of
an importer-provided sample.48
Piracy or counterfeiting of foreign products protected by intellectual property
rights causes losses to the owners of those rights and ultimately to the foreign
nations from which those owners come. Piracy can result in lost export sales
of foreign countries, displacement of domestic sales in the foreign country by
infringing imports, lost royalty payments, reduced profit margins, damage to
reputation caused by pirated goods, and forgone research opportunities. 49 Aside
from the obvious financial losses to foreign intellectual property rights owners,
piracy causes more general harm to the public. Pirated goods tend to be of lower
40. Chen Sun & Kao-chau Lee, Economic Development of the Republic of China on Taiwan
with Special Reference to ROC-U.S. Trade and Investment Relations, in TRADE AND INVESTMENT
IN TAIWAN, supra note 5, at 55, 60.
41. Id. at 61. During the period, Taiwan's industrial production growth averaged over 17% and
economic growth was over 10%. The stability of this growth is indicated by the fact that the average
rate of inflation was only 3.3%. Id.
42. Id.
43. Id. at 64. From 1961 to 1972, the percentage of productive industry to subsistence industry
or agriculture grew from 25% in 1960 to over 40% in 1972. Id. at 61.
44. See HWANG, supra note 10, at 16.
45. Sun, supra note 40, at 67.
46. Id.
47. Id.
48. Id.
49. Gary M. Hoffman et al., Commercial Piracyof Intellectual Property,71 J. PAT. TRADEMARK
OFF. Soc'y 556, 557 (1989).
VOL. 30, NO. 3
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quality than legitimate goods and lack warranty protection. 50 The lower quality
goods could cause financial losses in the form of poor business productivity or
dangers to consumers' health and safety.5 Perhaps most damaging to a country
lacking intellectual property rights protection is that incentive for technological
and creative innovation is diminished. 2 Consequently, a nation lacking adequate
protection of creative property suffers from a diminished flow of new technology
and information and the 3corresponding capital investment from abroad that can
5
encourage such a flow.
Often, the philosophy of less developed countries is that intellectual property
is the common property of mankind and should be shared with less developed
countries for no compensation. 4 Taiwan, as a developing nation, recognized the
importance of protecting intellectual property rights during its meteoric rise as
a trading nation. 5 At the same time, it has been criticized for not following
through on its efforts to prevent piracy and also for not enforcing the laws protecting intellectual property.56
B. PRESSURES FOR CHANGE IN TAIWAN'S LAWS

The 1994 amendments to the Patent Law were part of a sweeping effort by
the Taiwan Government to bring the country into line with more developed nations
in regard to intellectual property and trade issues.57 One of the reasons Taiwan
was prompted to make the changes was pressure exerted by the United States
Trade Representative. 58 The United States and other western nations have adopted
59
an aggressive stance on intellectual property rights in less developed countries.
The need for such a strong emphasis arises out of the belief that inadequate
protection of intellectual property not only inhibits investment and local commercialization of western products in the local economy, but also discourages develop-

50. Id. at 558.
51. Id.
52. Id.
53. Id. The temptation to copy rather than innovate can be great. For example, estimates for
developing a new semiconductor integrated circuit range to $100 million, but the same circuit can
be copied for as little as $1 million. Eileen Hill, Strong IPR Protection Is Importantfor High-Tech
Trade, Bus. AM., Aug. 1994, at 23. Similarly, computer software retailing for $500 in the United
States costs less than $10 in certain Asian markets. Id.
54. Monique L. Cordray, GATTv. WIPO, 76J. PAT. TRADEMARK OFF. Soc'Y 121, 138 (1994).
55. Sun, supra note 40, at 67. To avoid price increases in health care and nutrition, less developed
countries often do not provide or enforce intellectual property rights protection for pharmaceutical
and food products. Cordray, supra note 54, at 138.
56. Hoffman, supra note 49, at 565.
57. Taiwan Announces Program,supra note 4, at 1082. In addition to recent improvements in
its Patent, Copyright and Trademark Laws, Taiwan has also agreed to enact Integrated Circuit
Maskwork and Business Trade Secret statutes. Id.
58. Julian Baum, Tussle in Taiwan, FAR E. EcON. REV., Mar. 17, 1994, at 57.
59. Cordray, supra note 54, at 137.
FALL 1996
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ment of a local technology infrastructure through a lack of incentive for innovation.6'
The United States uses a dual approach in its efforts to improve intellectual
property protection throughout the world. 6' First, the United States has attempted'
to raise international standards of protection through international agreements
and organizations, such as the General Agreement on Tariffs and Trade (GATT)
and the World Intellectual Property Organization (WIPO).62 Second, the United
States pursues improvement in intellectual property protection and enforcement
through bilateral negotiations with its trading partners. 63 Under U.S. legislation,
a country's record of protection for intellectual property is linked to that country's
eligibility for benefits under the Generalized System of Preferences and the Caribbean Basin Initiative. 64
Where the threat of withholding of benefits is not effective, as with a developed
country like Taiwan, the United States is authorized under section 301 of the
1974 Trade Act to conduct an unfair trade practice investigation that may lead
to unilateral trade retaliation.65 The section 301 threat was enhanced under the
"Special 301" provision of the Omnibus Trade and Competitiveness Act of

60. Id. The United States is not concerned exclusively with the welfare of less developed nations.
Id. at 138. The tough stance is also prompted by what was estimated in 1986 to be from $43 billion
to $61 billion in losses to U.S. industry due to inadequate intellectual property protection worldwide.
Id.
61. Protection of Intellectual Property Rights, Department of State Dispatch, vol. 5, no. 10,
Mar. 7, 1994, available in LEXIS, World library, ALLNWS file. The State Department called
protection of intellectual property rights "an essential element of U.S. economic policy," and emphasized that the United States' ability to compete in the global market depends on protection of that
property. Id.
62. Cordray, supra note 54, at 138. The United States has recently shifted its concentration on
obtaining global intellectual property protection from WIPO to the World Trade Organization. Id.
at 139. Improvement of international intellectual property negotiations through WIPO were believed
to be stalled by a voting block between less developed countries and western industrialized nations.
Id. The voting block grew out of the difference in philosophies of highly industrialized nations and
less developed nations about the advantages and disadvantages of intellectual property protection.
Id.
63. Protection of Intellectual Property Rights, supra note 61. The United States has initiated
discussions with many foreign governments on intellectual property protection. Id. Current bilateral
agreements include those with the following important U.S. trading partners: South Korea, China,
Taiwan, the Philippines, Russia, and Poland. Id. As a consequence of these agreements, Taiwan,
China, and Russia have adopted new patent, copyright, and trademark legislation. Id.
64. Generalized System of Preferences, 19 U.S.C. § 2461 (1994); Carribean Basin Economic
Recovery Act, 19 U.S.C. § 2701 (1994). The Caribbean Basin Economic Recovery Act and the
Generalized System of Preferences comprise programs that award preferential or duty-free access
to the U.S. market for developing countries. Hill, supra note 53, at 23.
65. Pub. L. No. 93-618, 88 Stat. 1978,2041(1975) (current version at 19 U.S.C. § 2411 (1994)).
Investigations under § 301 can begin as a result of a petition by U.S. industry or by self-initiation of
the U.S. Government. Hill, supra note 53, at 23. If sufficient progress is not made by the targeted
country to address the acts, policies, or practices that violate a trade agreement with the United
States or that unjustifiably burden U.S. commerce, the United States can institute unilateral trade
retaliation. Id.
VOL. 30, NO. 3
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1988.66 Under that provision the U.S. Trade Representative must announce the
results of the U.S. Government's review of its trading partners' intellectual property rights practices. 67 The most egregious offenders are named as "priority
foreign countries" (PFCs) and become the subject of an investigation that can
result in trade retaliation within thirty days of the designation. 61
In April of 1992 the U.S. Trade Representative named Taiwan, along with
Thailand and India, as PFCs. 69 The Trade Representative cited Taiwan for alleged
widespread cable television and video piracy, exportation of pirated software
and compact disks, and lax enforcement of intellectual property laws.7° Approximately one month later, Taiwan entered into an agreement with the United States
in which it agreed to bring up to internationally recognized standards its laws
protecting patents, trademarks, industrial design, semiconductors, and trade secrets. 71 As a result of the agreement, Taiwan's status as a PFC was revoked,
72
and an investigation pursuant to the Special 301 provision was suspended.
Taiwan's executive branch approved a draft patent law amendment in December 1992, which was sent to the legislature for enactment.7 3 The legislature,
which has recently been exercising its power following years as a de facto rubber
stamp, apparently was slow to pass the legislation.74 As a result, on April 30,
1993, U.S. Trade Representative Mickey Kantor named Taiwan to the "priority

66. Pub. L. No. 100-418, § 1301, 102 Stat. 1107, 1164 (1988) (codified as amended at 19
U.S.C. § 2411 (1994) [hereinafter Special 301]. The 1988 version of the law is referred to as "Special
301" apparently because of the authority vested in the U.S. Trade Representative that was not present
in the former version of section 301.
67. Hill, supra note 53, at 23. The review includes an investigation into the target country's
protection of intellectual property rights, and the market access for U.S. products that rely on intellectual property rights protection. Id.
68. Id. Government officials have supplemented the PFC status with the lesser designations
"priority watch list" and "watch list" in an effort to put countries whose practices cost U.S. interests
significant business opportunities overseas on notice before they warrant PFC status. Id.
69. USTR Cites India, Taiwan, Thailandas Worst Intellectual Property Offenders, 9 Int'l Trade
Rep. (BNA) 784 (May 6, 1992).
70. U.S., Taiwan Reach Key Agreement on Patent, Trademarks, Copyrights, 9 Int'l Trade Rep.
(BNA) 1001 (June 10, 1992).
71. Id. The United States reached agreement with Taiwan on June 5, 1992. Id. U.S. Trade
Representative Carla Hills called the agreement "only one step" in protecting U.S. intellectual
property in Taiwan and indicated that the agreement must be followed by legislation and enforcement.
Id.
72. U.S.-Taiwan Talks Don't Settle Question of PharmaceuticalsCoverage, 9 Int'l Trade Rep.
(BNA) 1623 (Sept. 16, 1992).
73. Taiwan IP Update, J. PROPMETARY RTS., June 1993, at 37. The proposed amendments went
a long way toward addressing the concerns of the United States. Id. For example, the duration of
patent rights for inventions was proposed to be 20 years from the filing date, 12 years for utility
models, and 10 years for design patents. Id. Patentees were provided with the exclusive right to import
their patented products into Taiwan and changes were proposed to Taiwan's scheme of compulsory
licensing. Id.
74. U.S. and Taiwan to Negotiate on Seven Critical Trade Issues, J. COM., Oct. 8, 1993, at
7A.
FALL 1996
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watch list."" Taiwan was targeted for an immediate action plan requiring its
government to take specific actions by July 31, 1993, or risk being the subject
of future trade action. 76
In response to the recommendations by the United States, Taiwan instituted,
in July 1993, a program to improve its intellectual property rights protection."
The program included a schedule for completion of legislation on laws relating
to intellectual property.78 Amendments to the Patent and Trademark Laws were
scheduled to be passed by the legislative Yuan by July 1993, while the legislative
Yuan also targeted for passage in July 1994 an Integrated Circuit Layout Protection Act, an Industrial Design Law, and a Law for the Protection of Trade Secrets. 7 9 The plan called for implementation of these laws and provisions over a
four-year period, with annual reviews for necessary adjustments. 80 The stated
purposes of the program include setting a standard for Taiwan to upgrade its
industry, establishing Taiwan as a modern nation, and eliminating friction with
Taiwan's trading partners over intellectual property.8 ' As a result of the program,
Taiwan enacted amendments to its Copyright Law, its Trademark Law, and its
Patent Law. 82 The United States responded in April 1994 by downgrading Taiwan
from the Special 301 "priority watch list" to the "watch list." 83 Yet in April
1995 the United States again named Taiwan to the watch list. The U.S. Trade

75. Kantor Singles Out Brazil, India, Thailand for Special 301 Designation, 10 Int'l Trade Rep.
(BNA) 726 (May 5, 1993).
76. Taiwan Announces Program, supra note 4, at 1082. The tough treatment of Taiwan by the
United States has caused some Taiwan legislators to produce some statistics of their own. Debbie
Kuo, U.S. Sixth Largest Source of IPR Infringement, Central News Agency, Mar. 2, 1994, available
in LEXIS, ASIAPC library, CENEWS file, U.S. customs statistics show that the United States is
the world's sixth largest source of intellectual property rights infringement. Id. These statistics have
prompted the Taiwan legislators to ask the United States to self-impose the same types of measures
to curb intellectual property rights violations as were being forced upon Taiwan. Id.
Complaints about U.S. treatment of Taiwan are also coming from U.S. businessmen in Taiwan.
Baum, supra note 58, at 57. The American Chamber of Commerce in Taipei has complained that
the United States has consistently pushed Taiwan harder on intellectual property rights than the other
countries in the region, despite significant progress in Taiwan's laws and enforcement. Id.
77. Taiwan Announces Program, supra note 4, at 1082. The program, known in Taiwan as the
Comprehensive Action Plan for Protection of Intellectual Property Rights, was given cabinet approval
on June 25, 1993, and put into effect on July 1, 1993. Id.
78. Id.
79. Id.
80. Id.
81. Id. The key points of the program include: establishing a sound legal system for intellectual
property rights protection; strengthening administrative organization, enforcement, and local education regarding intellectual property rights; improving communication during external negotiations;
investigative and research work; adjusting policies for assistance to industry; and following up on
enforcement. Id.
82. Developments in Taiwan, BUS. ASIA, Aug. 1, 1994, available in LEXIS, World library,
BUASIA file. The Copyright Law was amended in April 1993, the Trademark Law in December
1993, and the Patent Law in January 1994. Id.
83. USTR Delays Citing China, India, Argentina Under Special 301 Law, 11 Int'l Trade Rep.
(BNA) 690, 691 (May 4, 1994).
VOL. 30, NO. 3
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Representative acknowledged Taiwan's significant progress in addressing intellectual property concerns, but cited the lack of protection for integrated circuit
layouts and the need for completion of a bilateral understanding with the United
States with respect to reciprocity for patent and trademark benefits.84
C.

TAIWAN'S BID FOR MEMBERSHIP IN

GATT (Now

THE WORLD TRADE

ORGANIZATION)

Taiwan was not prompted to amend its intellectual property rights protection
scheme solely because of pressure from the United States. 5 Taiwan hoped to
become a founding member of the World Trade Organization (WTO), the world
trade regulatory body that succeeded the Geneva-based GATT in early 1995.86
Consequently, Taiwan also agreed to modify its Copyright, Trademark, and
Patent Laws to comply with the GATT-initiated Trade-Related Aspects of Intellectual Property Rights Regulations (TRIPS).7
The TRIPS agreement, finalized at Marrakech, Morocco, on April 15, 1994,88
is a part of the package that emerged from the Uruguay Round. 9 TRIPS is
84. Sally Gelston, USTR Announces Watch Lists, 17 E. ASIAN EXECUTIVE REP. 4 (1995). The
Integrated Circuit Layout Protection Law was passed on July 13, 1995. Integrated CircuitLayout
Protection Law Is Promulgated, TAI. E. QUARTERLY, No. 49 (Oct. 1995) [hereinafter Integrated
Circuit]. However, no agreement on reciprocity has been made at the time of this writing.
85. P.C. Tang & Sophia Wu, Taiwan Hopes to Become WTO FoundingMember, Central News
Agency, May 18, 1994, availablein LEXIS, ASIAPC library, CENEWS file. Taiwan first applied to
join GATT in 1990. T.C. Hu & Sofia Wu, Taiwan Takes Big Step ForwardinGATTBid, Central News
Agency, July 23, 1994, availablein LEXIS, ASIAPC library, CENEWS file. Taiwan's talks with the
United States are considered the most important because the terms reached in such negotiations may
be followed by other GATT contracting parties. Id. One potential obstacle to Taiwan's GATT bid is
the indication that Taiwan's bid for GATT membership may be tied to that of China, which faces bigger
obstacles to membership than does Taiwan. Taiwan to Upgrade IPR Protection, Seeks Removalfrom
Special 301 List, 11 Int'l Trade Rep. (BNA) 749 (May 11, 1994). Though Taiwan has a population of
21 million, it is the world's fourteenth largest trading nation and is among the largest trading partners
of western economies like the United States and Canada. Susan Noakes, Taiwan Makes Waves in StruggleforIdentity, FIN. POST, Oct. 8, 1994, sec. 3, at S23. However, Taiwan has formal ties with virtually
no other nation. Id. Some fear that China will press its claim to unify with Taiwan after it has absorbed
Hong Kong in 1997. Id. Membership in organizations such as the WTO and the Association of Southeast
Asian Nations, or ASEAN, may be the only defense Taiwan has against China. Id.
86. Tang, supra note 85.
87. Id. Taiwan is the world's sixteenth largest export economy and is seeking membership in
WTO as an independent customs territory to avoid conflict with China. Talks Continue on Application
of Taiwan for GA7TI Membership, 10 Int'l Trade Rep. (BNA) 667 (April 21, 1993). Hong Kong
and Macao, both members of the WTO, are categorized as customs territories. Id.
88. Marrakesh Agreement Establishing the World Trade Organization, Annex IC: Agreement
on Trade-Related Aspects of Intellectual Property Rights, Apr. 15, 1994, reprinted in URUGUAY
ROUND: FINAL TEXTS OF THE GATT URUGUAY ROUND AGREEMENTS INCLUDING THE AGREEMENT
ESTABLISHING THE WORLD TRADE ORGANIZATION AS SIGNED ON APRIL 15, 1994, at 319-51 (Office

of the U.S. Trade Representative ed., 1994); see J.H. Reichman, Universal Minimum Standards of
IntellectualProperty Protectionunder the TRIPS Component of the WTO Agreement, 29 INT'L LAW.
345, 346 (1995).
89. Cordray, supra note 54, at 143. The Uruguay Round package includes the following traderelated Codes: Rules of Origin, Preshipment Inspection, Antidumping, Subsidies and Countervailing
Measures, Technical Barriers to Trade, Import Licensing, Customs Valuation, Government Procure-
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expected to significantly strengthen the protection of intellectual property internationally. 90 The provisions establish substantially higher standards of protection
of intellectual property rights than are embodied in the current international
agreements administered by WIPO, such as the Paris Convention for the Protection of Industrial Property and the Berne Convention. 9' Until the TRIPS agreement
was proposed, WIPO was the primary organization responsible for providing and
enforcing intellectual property agreements. 92 For example, the Paris Convention
grants the rights of priority and national treatment for patents.93 Priority may
then be implemented by the Patent Cooperation Treaty, which provides a one-year
grace period from the filing of a patent application in one's home country to the
filing in another member country.9 Under the requirement of national treatment, a
country cannot provide less favorable intellectual property treatment to foreigners
than for its own citizens. 95
WIPO has been criticized as ineffective because countries having inadequate
intellectual property regimes have no incentive to become members. 96 However,
the countries that avoid WIPO typically find it in their interest to seek membership
in the WTO due to its codes dealing with trade barriers and tariffs. Because of
the motivation for countries with inadequate intellectual property rights protection

ment, Safeguards, GATT Articles, Trade Related Investment Measures, Agriculture, Textiles and
Clothing, Trade in Services, Trade Related Aspects of Intellectual Property Rights, Dispute Settlement, Functioning of the GATT System, and Multilateral Trade Organization. Id.
90. Protection of Intellectual Property Rights, supra note 61. The following are examples of
the requirements mandated by TRIPS: (1) protection of computer programs as literary works;
(2) rental rights for computer programs and sound recordings; (3) fifty years of copyright protection
for sound recordings and motion pictures; (4) product and process patent protection for virtually all
types of inventions; (5) a minimum patent term of 20 years; (6) protection for service marks;
(7) stronger protection for internationally well-known marks; and (8) protection for trade secrets,
integrated circuits, industrial designs, and nongeneric geographical indications used to describe wines
and spirits. Id.
91. Hill, supra note 53, at 5. WIPO is a specialized agency of the United Nations in which
116 member states are represented. Cordray, supra note 54, at 122. WIPO administers four major
intellectual property unions including: the Paris Convention for the Protection of Industrial Property,
Mar. 20, 1883, as last revised at Stockholm, July 14, 1967, 21 U.S.T. 1583, 828 U.N.T.S. 305
[hereinafter Paris Convention]; the Berne Convention for the Protection of Literary and Artistic
Works, Sept. 9, 1986, as last revised at Paris, July 24, 1971, 828 U.N.T.S. 221; the International
Convention for the Protection of Performers, Producers of Phonograms and Broadcasting Organizations, adopted at Rome, Italy, Oct. 26, 1991,496 U.N.T.S. 43; and the Madrid Agreement Concerning
the International Registration of Marks, as last revised at Stockholm, July 14, 1967, 828 U.N.T.S.
389. The union relating to patents is the Paris Convention, which is over 100 years old and includes
103 members. Cordray, supra note 54, at 122.
92. Cordray, supra note 54, at 122.
93. Id. at 123.
94. Id.
95. Id.
96. Cordray, supra note 54, at 144. Taiwan is not a member of the Paris Convention or the
Berne Convention. Id. at 144. The Berne Convention is the leading union for formulating copyright
policy. Id. at 123.
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to join the WTO, the TRIPS provisions for governing intellectual property protection are likely to be more effective than those of WIPO. 97 The effectiveness of
TRIPS is strengthened because the GATT package of Uruguay Round Codes
can only be accepted in total; a country cannot accede to individual codes.98 The
TRIPS agreement became effective on January 1, 1996, for developed countries
and is scheduled to become effective on January 1, 2000, for developing countries. 99
III. Taiwan's New Patent Law
A.

PATENT ENVIRONMENT PRIOR TO AMENDMENTS

Taiwan is difficult to ignore for foreign corporations seeking business, licensing, and joint venture opportunities in Asia.'0° However, Taiwan's intellectual
property rights protection scheme in force prior to the U.S. trade- and GATTrelated amendments created a treacherous environment for such corporations.' 1
Taiwan's patent law was infamous for its compulsory licensing in the event of
the nonworking of a patent, its lax enforcement, and the extended length and
poor quality of its patent application review.' °2 At least one U.S. patent practitioner raised questions about the use of influence within the National Bureau
of Standards (NBS).10 3 The appearance of conflicts of interest is not surprising
since the NBS often uses industrial scientists and engineers as well as academics
in lieu of professional examiners.' °4 This lack of an examining corps, and the
lax enforcement of patents by the judiciary, prompted some practitioners in the

97. Id. at 131. The WTO is anticipated to be more effective than WIPO in part because of its
superior provisions for dispute settlement and enforcement. Id. WIPO dispute settlement has been
called "effectively worthless." Id.
98. Id. at 143. One problem with the existence of both the WTO and WIPO as bodies regulating
intellectual property protection is that of "free-riders." Id. at 144. WIPO requires national treatment
of all its members; therefore, WIPO members who become signatories of GATT must provide rights,
as specified in the TRIPS agreement, to all members of WIPO. Id. Such a situation allows WIPO
members who meet only the relatively lax standards of the WIPO conventions to benefit from WIPO
signatories who must meet the much stricter requirements of GATT TRIPS. Id.
99. Hill, supra note 53, at 5.
100. James A. Forstner, Patent Strategies: Asia Pacific, in GLOBAL INTELLECTUAL PROPERTY
SEIES 1992 (PLI Patents, Copyrights, Trademarks, and Literary Property Course Handbook Series
No. G4-3887, 1992). Taiwan's GNP per capita was US$11,236 in 1992 and the GNP growth in
1993 was 5.9%. Noakes, supra note 85, at S23.
101. Forstner, supra note 100.
102. Id.
103. Id. The National Bureau of Standards is the organization within the Ministry of Economic
Affairs charged with reviewing patent applications and granting patents. Doi, supra note 24, at 482.
Article 10 of the pre-1994 Patent Law provides for the establishment of a Patent Office, but such
an agency was never established. Id.
104. Taiwan's Patent Law Awaits Signature of President, 11 Int'l Trade Rep. (BNA) 50 (Jan. 12,
1994) [hereinafter Taiwan's PatentLaw].
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past to advise clients considering major intellectual property investments in Taiwan to await the 1994 legislation amending Taiwan's intellectual property laws.' 05
Significant points of dispute with other countries concerning pre-1994 intellectual
property protection are discussed below.
1. Enforcement of Intellectual Property Rights
Enforcement of intellectual property rights in general is a prime concern of
the Office of the U.S. Trade Representative. 1 6 In its explanation for retaining
Taiwan on the "watch list" under Special 301 in March 1993, the Office of the
U.S. Trade Representative cited imposition of light sentences on intellectual
property right infringers by the Taiwan judiciary.' 07 The concern is that the light
sentences weaken the deterrent effect of criminal penalties.'0 8 The U.S. Trade
Representative has acknowledged that Taiwan authorities such as the National
Police Administration, the Ministry of the Interior, and the Anti-Counterfeiting
Committee of the Ministry of Economic Affairs are active in pursuing intellectual
property infringement.' 09 Nevertheless, in 1993 the Trade Representative complained that local police do not always take prompt action. "1
The 1986 Patent Law provided for both civil and criminal claims against infringers. "' The patentee or licensee could demand that the infringer discontinue
the infringing act, claim damages, and institute a lawsuit. "2 A criminal claim
had to be brought within one year of the complainant's becoming aware of infringement. "' Criminal punishments were apportioned according to whether the
wrongdoer counterfeited a patented article, merely imitated a patented article or
used a patented process, or knowingly sold any counterfeited or imitated article. 114
The maximum penalty, that for counterfeiting, was not to exceed three years'
imprisonment or a fine of approximately US$4000." 5
The Taiwan Government does not generally release statistics on patent infringement suits. 116 However, one Taiwanese attorney has concluded that almost all

105. Thomas Traian Moga, Recent Intellectual Property Developments in Japan, Taiwan, and
MERCY L. REV. 313, 320 (1993).
106. 1992 NATIONAL TRADE ESTIMATE REPORT ON FOREIGN TRADE BARRIERS, OFFICE OF THE

China, 70 U. DET.

UNITED STATES TRADE REPRESENTATIVE, TAIWAN: LACK OF INTELLECTUAL PROPERTY PROTECTION

pt. 387 (1993) [hereinafter USTR Report].
107. Id. From 1984 to 1988, of 116 total criminal infringement cases decided, only nine resulted
in detention and 22 resulted in fines. Forstner, supra note 100.
108. USTR Report, supra note 106.
109. Id.
110. Id.
111. 2C JOHN P. SINNOTT, WORLD PATENT LAW AND PRACTICE, THE REPUBLIC OF CHINA (TAIWAN) ch. I, §§ 7-8 (C.V. Chen trans., 1994) [hereinafter 1986 Patent Law].
112. Id. art. 81.
113. Id.art. 93.
114. Id.arts. 89, 90, 91.
115. Id.art. 89.
116. Forstner, supra note 100.
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patent suits are brought by local plaintiffs against local infringers, and a settlement
is normally reached. 117 Civil cases are conducted in district court, while criminal
actions may be filed either publicly in the Public Prosecutor's Office or privately
in district court. 1 8 Furthermore, infringement cases typically last less than six
months, but court costs are about one percent of the total claim. " 9 Appeals may
be made to the Taiwan High Court for both civil and criminal cases and then
on to the Supreme Court for civil cases. 2 0
2. Compulsory Licensing
Prior to the 1994 amendments, the U.S. Trade Representative also expressed
concern about the compulsory licensing and cancellation provisions in the Patent
Law. 12' Article 67 of the 1986 Patent Law provided that:
Where, in the absence of proper reasons, a patented invention has not been put into
practice, or has not been properly put into practice, in this country after the elapse of
four years from the date of the grant of the patent, the Patent Office, may, upon the
request of any interested party, grant special permission to such party for putting it
into practice. 122
If another two-year period elapsed after the four-year period described above,
the patent could be canceled. 123 Moreover, the requirement of putting the invention
into practice was not satisfied by any of the following: importation of the invention; importation and assembly in Taiwan; or in the case of an improvement by
another inventor, refusal to license said inventor under reasonable terms. 124 The
25
last would have the effect of granting a license to a copier of the invention.1
3. Absence of "Reversal of the Burden of Proof" Doctrine
Under the former Taiwan law, domestic producers of goods manufactured by
a process that allegedly infringed a Taiwan patent had the burden of proving that
their goods were manufactured by a noninfringing process. 2 6 In the case of an
importer of goods that allegedly infringed the same patent, the burden of proving
whether the process used to manufacture the goods infringed the patent remained
on the patent owner. 127 This absence of a "reversal of the burden of proof"

117. Id.
118. Id.
119. Id.
120. Id. Except for retrial proceedings,
judgments are final. Id.
121. USTR Report, supra note 106, pt.
122. 1986 Patent Law, supra note 111,
123. Forstner, supra note 100.
124. Id.
125. Id.
126. USTR Report, supra note 106, pt.
127. Id.

high court criminal judgments and supreme court civil
390.
art. 67.

390.
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doctrine for imports was a prime1 concern
of the U.S. Trade Representative with
28
respect to the 1986 Patent Law.
4. Other Points of Conflict with Foreign Nations
Taiwan had no Patent Office and lacked professional patent examiners under
the old patent regime. 129 In addition, no patent protection existed under the old law30
for pharmaceuticals, agricultural chemicals, microorganisms, drinks, or foods.
Another important point of inadequacy was the lack of a system for allowing
a priority date for an earlier-filed foreign version
patent applicants to establish
3
of a patent application.' '
B.

PATENT ENVIRONMENT AFTER THE AMENDMENTS

On December 28, 1993, Taiwanese lawmakers approved the most extensive
revisions of the Patent Law since it was first promulgated in 1949.13' Among
the changes were a patent term of twenty years instead of fifteen, the exclusive
right to importation by a patent owner, fines heightened 600 percent to a maximum
of US$22,000 per violation, and the adoption of the Paris Convention priority
system. 133 Since patent owners are typically most concerned with recovering
financial damages, the amendments stipulate a double damage system in order
to encourage civil remedies rather than criminal ones. 134 The adoption of the Paris
Convention priority system means that for countries having reciprocal agreements
with Taiwan, an application made in Taiwan within twelve months after the first
filing in the original
country may use the date of that first filing as the application
35
date in Taiwan.

128. Id.
129. Taiwan's Patent Law, supra note 104, at 50. Article 10 of the 1986 Patent Law provided:
"[tihere shall be established a Patent Office under the Ministry of Economic Affairs to administer
patent matters. Before the establishment of the Patent Office, the Ministry of Economic Affairs shall
designate a subordinate agency to handle patent matters." 1986 Patent Law, supra note 111, art.
10. Despite this statute, the Patent Office was never established. Doi, supra note 24, at 482. Patents
were instead handled by the National Bureau of Standards whose primary function is to administer
measurements and industrial standards. Id.
130. Taiwan's Patent Law, supra note 104, at 50.
131. OCTROOIBUREAU Los EN STIGTER (REGISTERED PATENT AND TRADE MARK AGENTS), MANUAL FOR THE HANDLING OF APPLICATIONS FOR PATENTS, DESIGNS AND TRADE MARKS THROUGHOUT

THE WORLD-TAIWAN 4 (Supp. No. 57, Mar. 1988) [hereinafter MANUAL FOR THE HANDLING OF
APPLICATIONS]. Since Taiwan is not a member of the Paris Convention, the 12-month priority filing
period provided by the Patent Cooperation Treaty could not be claimed. Id. at 4. Consequently,
under Taiwan's old patent regime, one had to file the Taiwan equivalent patent application as soon
as possible after filing the original. Id.
132. Taiwan Legislature Passes Revisions to Patent Law; Penalties Raised, 11 Int'l Trade Rep.
(BNA) 6 (Jan. 5, 1994). The exclusive right to importation is subject to certain unspecified exceptions.

Id.
133. Id. The patent term under GATT TRIPS is 20 years. Cordray, supra note 54, at 126.
134. Taiwan's Patent Law, supra note 104, at 50.
135. Id.
VOL. 30, NO. 3

TAIWAN'S PATENT LAW

637

The 1994 amendments directly addressed the "reversal of the burden of proof"
doctrine by eliminating the old provisions that excluded importers from bearing
the burden of proving that an article identical to one produced by a patented
process is itself not produced by the patented process. 36 Thus, a significant
concern of the United States toward the 1986 law has been eliminated.
The compulsory licensing provisions of the 1986 law have been modified, but
still reserve certain conditions under which a patent owner must license a patent
to another. Because this provision still runs afoul of the TRIPS agreement, it is
anticipated that the compulsory licensing provisions of the 1994 amendments
will be subject to further revision. This topic is discussed in further detail in the
last section of this paper.
Another significant change to the law is the requirement for the government
to establish a Patent Office and Audit Board. 37 The 1994 amendments require
the new Patent Office to be staffed by qualified patent examiners, 13 as opposed
to the scholars and industry engineers constituting part of the examining corps
under the old regime.
The amendments provide for patent protection for pharmaceuticals and agricultural chemicals, two items sought by the United States. 139 The United States also
hoped for very clear restrictions on parallel imports, but the amendments do not
provide such restrictions.' 4° Instead, the territory of resale of patented goods is
to be determined by the Taiwan courts on a case-by-case basis for both domestic
and international sales. 141Change in this area will likely have to be the result of
direct trade pressure from the 4United
States, because the TRIPS agreement does
2
not address parallel imports. 1
In addition to changes to its laws, Taiwan has also shown efforts at increasing
enforcement. One report cites statistics that of 1,713 intellectual property rights
violators tried in Taiwan district courts in the43first ten months of 1994, 568 were
sentenced to jail terms and 650 were fined. 1
C.

RESULT OF THE

1994

AMENDMENTS ON PATENT PRACTICE

The means for accomplishing the goals in Taiwan's Comprehensive Action
Plan for Protection of Intellectual Property Rights were embodied in eight key
136. Chung-Sen Yang & Judy Y.C. Chang, Recent Developments in Intellectual Property Law
in the Republic of China, 13 UCLA PAC. BASIN L.J. 70, 80 (Fall 1994).
137. Taiwan's Patent Law, supra note 104, at 50.
138. Id.
139. Id. Protection for innovations is key to the chemical and pharmaceutical industries. Pharmaceuticals particularly require protection because of long product life cycles, their high value-added
nature, and the fact that they are relatively easy to reproduce. Otto A. Stamm, GATT Negotiations

for the Protection of New Technologies, 73 J. PAT.

TRADEMARK OFF.

Soc'y 680, 685 (1991).

140. Taiwan's Patent Law, supra note 104, at 50.
141. Id.
142. Id.
143. Taiwan Turns New Page in IPR Protection, Central News Agency, Dec. 26, 1994, available
in LEXIS, ASIAPC library, CENEWS file.
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points in the plan, including: establishing a sound legal system for intellectual
property rights protection; strengthening administrative organization, enforcement, and local education regarding intellectual property rights; improving communication during external negotiations; investigative and research work; adjusting policies for assistance to industry; and following up on enforcement.'"
Various aspects of the new Patent Law are discussed below and compared to the
goals and methodology stated in the Comprehensive Action Plan.
1. PriorityDates
Perhaps the most dramatic change in the Patent Law concerns foreign priority
dates. 145 The 1986 Patent Law recognized no priority dates; however, the 1994
amendments allow a patent applicant who has filed a first patent application in
a foreign country to claim priority on that filing date if a corresponding patent
application is filed in Taiwan within twelve months of the foreign filing date.'46
One complication that results from Taiwan's lack of membership in a patent
convention stems from article 24. 4'Article 24 states that "[i]f the applicant is
a foreign national, he may claim for priority only if his own country admits the
priority claims of ROC nationals." 41 Proxies for the United States and the Republic of China on Taiwan signed an agreement on April 10, 1996, that allows a
patent application in Taiwan to claim priority based on an earlier-filed U.S.
application. 149 The agreement only applies prospectively, however, from the date
of signing of the agreement.' 50 In other words, an application filed in Taiwan
cannot claim a U.S. priority date earlier than April 10, 1996. The prospective
aspect of the agreement is more severe than was possible under the 1994 amendments to the Patent Law, where article 136 provides only that "[t]he date of

144. Taiwan Announces Program,supra note 4, at 1082. The Comprehensive Action Plan received
cabinet approval on June 25, 1993. Id.
145. A foreign priority date refers to the original date of the filing of a patent application by an
applicant, typically inhis home country. DONALD A. CHISUM & MICHAEL A. JACOBS, UNDERSTANDING INTELLECTUAL PROPERTY LAW § 2H[2], at 2-309 (1992).
146. THE PATENT LAW OF THE REPUBLIC OF CHINA (National

Bureau of Standards, Ministry of

Economic Affairs trans.) art. 24 (May 1994) [hereinafter ROC Patent Law]. Foreign priority dates
are important in allowing inventors and corporations the freedom to advertise and place on sale
products incorporating the invention described in a patent application. See CHISUM, supra note 145,
§ 2H[2]. For example, if an inventor filed a patent application in the United States, under the former
Republic of China Patent Law he or she could not disclose the invention before filing the corresponding
patent application in Taiwan. Wineberg, supra note 20, at 9-5.1. Under the current Republic of
China Patent Law, the inventor is allowed a grace period of one year in which to file the Republic
of China application, and has complete freedom to disclose the invention in the interim. ROC Patent
Law art. 24.
147. ROC Patent Law art. 24.
148. Id.
149. Agreement with Taiwan Permits Claim to Priority Based on U.S. Filing Date, 52 Pat.,
Trademark & Copyright J. (BNA) No. 1276, at 6 (May 2, 1996).
150. Id.
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patent priority claimed under Article 24 shall not be earlier than the date of
promulgation and enforcement of this revised Law," that is, January 23, 1994.
But even with no retrospective application, the reciprocity agreement should help
ease the pressures between the United States and Taiwan by facilitating foreign
access to patent protection in Taiwan.
2. Patent Term
Another major change in the Patent Law is the term for which the patent right
exists. Article 50 of the 1994 Patent Law states: "[a]n invention patent right
shall endure for a term of twenty (20) years from the filing date of the patent
application. 151 This provision is consistent with the TRIPS requirement for the
length of a patent term.152 The new Patent Law also provides for utility model
and design patents. 153 The utility model patent right term is twelve years from
the date of filing.'- The term for design patents is ten years from the date of
filing. 155
3. Requirementsfor Patentability
The requirements for patentability outlined in the new Patent Law begin with
the rather cryptic article 19, which defines an "invention" as "a high level
technical creation which has been completed through the utilization of natural
laws." Article 21 is more explicit about what is not patentable by listing such
items as: new species of animals and plants; diagnostic, curative or operative
humans or animals; and scientific principles or
methods for diseases afflicting
6
mathematical theorems.

5

1

151. The Patent Law provides for the possibility of an extension of the 20-year patent term for
pharmaceuticals and agricultural chemicals. ROC Patent Law art. 51. Article 51 states that:
In the case of patents covering pharmaceutical and pesticide inventions, a patentee
may apply for an extension of his patent term for two (2) to five (5) years, if, pursuant
to other laws or regulations, a prior government approval must be secured to practice
such patents, for which the processing exceeds two (2) years after the publication of
the patents, and only one such extension shall be permitted.
Id. The government retains discretion as to the length of the extended patent term, and may take
into consideration "the impact of the extension on the health of nationals in general." Id.
The previous version of the Patent Law provided for a shorter patent term. 1986 ROC Patent Law
art. 6. Article 6 stated: "[a] patent right shall endure for a term of fifteen years from the date of
publication of the application. However, it shall not exceed eighteen years from the date of filing
of the application." Id.
152. Cordray, supra note 54, at 126.
153. ROC Patent Law chs. III and IV.
154. Id. art. 100. The term for a utility patent was formerly 10 years from the date of publication
of the application, but could not exceed 12 years from the date of filing. 1986 Patent Law, supra
note 111, art. 99.
155. ROC Patent Law art. 109. The 1986 Patent Law provided for a design patent term of only
five years from the date of publication of the application and could not exceed six years from the
date of the filing of the application. 1986 Patent Law, supra note 111, art. 114.
156. See infra note 164 for a complete list of unpatentable items.
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The 1994 Patent Law requires of an invention suitability for industrial use as
well as absolute novelty.1 57 An applicant is granted a patent on an invention,
unless the invention was described in a publication or put to public use, is already
patented, or was displayed in a nonqualifying government exhibition.' 58 Paragraph
two of article 20 adopts language necessary for an obviousness rejection very
similar to that available to U.S. examiners under 35 U.S.C. § 103.'
4. PatentableMatter
The pre-1994 Patent Law excluded patent protection for drinks and foods,
though it did allow for the patenting of the processes used to manufacture those
items.' '6 Similarly, microorganisms were unpatentable, though the growth processes for new strains of microorganisms were patentable.'61 Under the newly
amended law, no prohibition exists on the patenting of foods, drinks, or microorganisms. 62 However, invention patents on microorganisms must await Taiwan's
admission into the WTO and a one-full-year period following the date on which
the TRIPS agreement becomes effective. 163 An exception to the delayed effective-

157. ROC Patent Law art. 21.
158. Id. art. 20. The article provides:
An invention which may be put into industrial use shall be granted a patent provided
that it is other than one:
1. Which, prior to the application for patent, has been published or put to public use.
However, this provision shall not apply where such publication or use has been
made for research or experimental purposes and application for a patent is filed
within six months from the date of publication or use;
2. Which is preceded by an identical invention or creation already patented;
3. Which, prior to the application for patent, has been displayed in an exhibition.
However, this provision shall not apply if the exhibition is sponsored or approved
by the government and the patent application is filed within six months from the
opening date of such exhibition.
Id.
159. Id. Paragraph two of article 20 provides that even though an invention passes the tests for
novelty and suitability for industrial use, it "shall still be denied a patent if it simply utilizes conventional technology or knowledge known prior to the application for patent and can easily be made
by persons skilled in the art." Id. Compare the language of article 20 to that of the U.S. patent law
equivalent, 35 U.S.C. § 103, which reads as follows:
A patent may not be obtained . . . if the differences between the subject matter
sought to be patented and the prior art are such that the subject matter as a whole
would have been obvious at the time the invention was made to a person having
ordinary skill in the art to which said subject matter pertains.
35 U.S.C. § 103 (1991).
160. 1986 Patent Law, supra note 111, art. 4.
161. Id.
162. ROC Patent Law art. 21. Article 26 pertains to microorganisms and requires that "[i]n
applying for an invention patent involving microorganisms, the applicant shall prior to applying for
a patent, deposit the microorganism claimed in his application in any deposit institute designated or
recognized by the Patent Authority." Id. art. 26.
163. Id. The TRIPS agreement does not permit the exclusion from patentability of microorganisms
and nonbiological and microbiological processes for the production of plants and animals. Cordray,
supra note 54, at 127.
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ness of this provision is made for applicants whose countries have signed an
agreement for the reciprocal protection of patents pertaining to new microorganisms. '61

5. Disclosure Requirements
Article 22 of the 1994 Patent Law adopts disclosure requirements very similar
to those required under U.S. law. 165 The application is required to contain claims,
drawings, and a specification describing the invention.' 66 The specification is
required to contain "the prior art, the purpose of the invention, the technical
description, characteristics and functions which would allow persons skilled 1in
67
the art to understand the contents of and to practice the invention concerned."
A provision in article 22 also requires that the claims "shall substantially describe
the object of the patent application, technical contents and characteristics of the
invention." This provision will no doubt help minimize the problem of issuance
of patents with overly broad claims and inadequate description of the invention. 168

164. Id. Article 21 provides the following:
The following items shall not be granted an invention patent:
1. New species of animals and plants, except the cultivation and growth processes
of new plant species;
2. Diagnostic, curative or operative methods for diseases afflicting humans or animals;
3. Scientific principles or mathematical theorems;
4. Rules or methods of games or sports;
5. Methods or plans which can be implemented only by means of human reasoning
and memory; and
6. Any invention which is detrimental to public order, good custom or hygiene.
Granting of invention patents to new microorganisms shall be implemented upon
the admission of the ROC to the General Agreement on Tariffs and Trade (GATT)
and one full year after the Agreement on Trade-Related Aspects of Intellectual Property
Rights executed under GATT has become effective. However, this provision shall
not apply to ROC citizens or foreign nationals whose own countries have signed treaties
or agreements with the ROC for reciprocal protection of the patents pertaining to new
microorganisms.
Id.
165. Section 112 of the U.S. Patent Law requires that:
The specification shall contain a written description of the invention, and of the
manner and process of making and using it, in such full clear, concise, and exact
terms as to enable any person skilled in the art to which it pertains, or with which it
is most nearly connected, to make and use the same, and shall set forth the best mode
contemplated by the inventor of carrying out his invention.
35 U.S.C. § 112,
1 (1991).
166. ROC Patent Law art. 22.
167. Id. This provision of article 22 is a dramatic improvement over the old article 12, which
only stated the following:
[alpplication for patent shall be made by the inventor or his assignee or heir by submitting to the Patent Office a written application accompanied by a specification, drawings,
a model or specimen and an Oath. The specification shall contain claims with the
scope thereof clearly defined.
1986 Patent Law, supra note 111, art. 12.
168. Forstner, supra note 100, at 125.
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One item missing from the requirements in article 22 is the best mode requirement
169
of U.S. patent law.
Article 22 also provides that detailed methods of form as to the preparation
of the specification, the drawings, and the claims of a patent application are to
be prescribed in the Enforcement Rules of the Patent Law. 70 Article 133 provides
that "[t]he Enforcement Rules of this Law shall be prescribed by the Ministry
7
of Economic Affairs," though no time frame for the prescription is given.' '
One aspect of the Patent Law that will be of interest to foreign applicants is
the requirement for a Chinese language version of the application. 72 While the
specification, drawings, and oath may be submitted in a foreign language, Chinese
versions of these documents must be submitted within a time specified by the
Patent Authority in order to preserve the filing date as that of the filing of the
foreign language documents. 73 The filing date of the foreign language version
of the application may be preserved if the Chinese version is filed after the
statutory time period, as long as the submission is made before an administrative
74
measure is taken. 1
Under the former Patent Law, foreign nationals were required to submit a
Certificate of Nationality, if the applicant was a natural person, or a Certificate
of Corporation, if the applicant was a corporation. 75 The certificates were to be
made out by a notary public and were required to be legalized by a Taiwan
consulate or embassy. 76 This requirement was softened somewhat in that the
certificates could be used for up to three years from the date of legalization. 177
Under the 1994 Patent Law, this requirement no longer exists. The only restrictions under the 1994 law on foreign nationals pertain to whether the foreign
national's home country maintains a treaty or reciprocal patent agreement with
78
the Republic of China on Taiwan.

169. 35 U.S.C. § 112, 1(1991). The purpose of the best mode requirement is to prevent inventors
from obtaining patent protection while concealing from the public the best way of accomplishing or
configuring the invention. CHISUM, supra note 145, at 2-146.
170. Taiwan's Enforcement Rules of the Patent Law parallel the regulations in U.S. patent law
found in title 37 of the Code of Federal Regulations. However, in U.S. patent law, the statutes and
regulations are also supplemented by the Manual of Patent Examining Procedure, distributed to
patent practitioners by the United States Patent and Trademark Office. PATENT AND TRADEMARK
OFFICE, U.S. DEP'T OF COMMERCE, MANUAL OF PATENT EXAMINING PROCEDURE (1993).
171. The new Rules of Enforcement became effective on October 5, 1994. Letter from Rita Chen
et al., supra note 1, at 1.
172. ROC Patent Law art. 23.
173. Id.
174. Id.
175. MANUAL FOR THE HANDLING OF APPLICATIONS, supra note 131, at 3.
176. Id.
177. Id.
178. ROC Patent Law art. 4.
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6. Examining Corps
Article 36 of the 1994 Patent Law commits the government of Taiwan to
promulgate a law setting forth the qualifications of its patent examiners within
two years of the "commencement date of enforcement" of the Patent Law. Article
37 provides an extensive list of disqualification criteria for patent examiners.19
The criteria are very similar to the old article 28, except that if the examiner
does not disqualify himself or herself, the Patent Authority may ex officio, or
by request, repeal any decision in a given case made by the examiner.'80 In
addition, the Patent Authority may impose an "appropriate punishment" on the
examiner for failure to disqualify himself or herself.' 8'
7. Examination of Applications
Article 29 of the old patent law merely required that in rejecting a patent
application, an examiner was to issue "a written decision. . . stating the reasons
therefor."' 82 Article 38 of the 1994 Patent Law appears to be an effort to improve
the quality of the examiners' responses, though it still only requires that "[w]hen
a patent is not granted, the reasons therefor shall be given in the written decision
of patent examination." The patent authorities were apparently reserving the
detailed requirements of an examiner's response for the Enforcement Rules of the
Patent Law, promulgated in October of 1994.183 One new aspect of the examiner's
rejection is that article 38 requires an examiner to sign an examination decision.'
One can only speculate as to the effect the signature requirement will have on
the quality of office actions.
During the examination of the patent application, the examiner may require
the applicant to appear before the Patent Authority for an interview, perform
any necessary experiment to demonstrate the invention, or supplement or amend
the specification or drawings of the invention. 185 The supplement or amendment
to the specification or drawings cannot result in substantial change to the contents
of the application. 86 Under article 39, the claims and drawings of a patent applica179. Id. art. 37. Section 1 of article 37, for example, provides that the patent examiner should
disqualify himself if: "[tihe patent applicant, or the patent agent or a partner of the patent agent or
a person having an employment relation with the patent agent involved in the case is the spouse,
ex-spouse or fianc'e/fianc'ee [sic] of the examiner." Id. § 1. This article appears to be addressing
the possibility raised by Forstner of an employee of a potentially infringing corporation examining
the patents of his competitors. Forstner, supra note 100, at 125.
180. ROC Patent Law art. 37.
181. Id.
182. 1986 Patent Law, supra note 111, art. 29.
183. Id. art. 133.
184. Examiners in the National Bureau of Standards often provide rejections that simply quote
sections of the statute in conclusory form, without further exposition. Forstner, supra note 100, at
125.
185. ROC Patent Law art. 44.
186. Id.
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tion found patentable upon examination are to be published.' 7 However, once
published, supplements or amendments to the application can be made only when
the scope of the claims for a patent is too broad, an item or items have been
mistakenly stated, or a statement or statements are unclear.' 88
An applicant may respond to an examiner's rejection within thirty days of
receipt of the decision and apply for reexamination by submitting a statement of
the reasons for the disagreement. 8 9 Upon reexamination the Patent Authority
assigns an examiner who has not participated in the examination of the original
application.'90 If the new examiner proposes to reject the application after reexamination, the Patent Authority is to issue a notification to the applicant requesting
a response to the proposed rejection within a specified time. 9' Rejections on
procedural grounds or for reasons having to do with the eligibility of the applicant
92
may be appealed. 1
8. Opposition Proceedings
Article 41 provides that one who asserts any number of substantive and procedural violations of the Patent Law may, within three months of the publication
date of the patent, institute an opposition action by submitting a written opposition
application together with evidential documents. 193 The patent applicant is then
obligated to submit a statement of defense within one month following the date
of notification of opposition. Failure to respond upon notice of opposition
causes the proceedings of opposition examination to begin without defense. '9
As in the reexamination proceedings, the examiner responsible for the opposition
proceedings is not the examiner who was responsible for the initial examination
of the application. 196 Also, as in the reexamination proceedings, the examiner
in the opposition proceedings may require an interview, experimental demonstration, or supplementation or amendment of the application. '9
'94

187. Id. art. 39.
188. Id. art. 44.
189. Id. art. 40.
190. Id. art. 43.
191. Id. art. 40.
192. Id. Article 40 states that "the applicant may institute an appeal and/or administrative proceedings against the rejection decision, as the case may be, in accordance with the law." Id. However,
the Patent Law does not specify to which court the appeal is to be made, nor does it specify the
details or level of authority involved in the administrative proceedings.
193. Id. art. 41. The article specifically provides that assertion of violation of articles 4, 19 through
21, paragraph three or paragraph four of article 22, or article 27 is grounds for opposition. Id. Any
interested party who asserts that a published invention is in contravention to articles 5 or 30 may
also file an opposition application. Id.
194. Id.
195. Id.
196. Id.art. 43.
197. Id.art. 44.
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9. First-to-File
Taiwan is a first-to-file country, so that when more than one person applies
for a patent on a single invention, the applicant whose application is filed first
is granted a patent.198 Two or more applicants having the same filing date are
required to reach a compromise among themselves or forfeit the patent.199
10. Continuing Applications
The Patent Law allows for a "patent-of-addition" that is very similar to the
U.S. continuation-in-part application. 2" If a patentee or owner of the right to
apply for a patent completes a reinvention that is accomplished by utilizing the
major technical contents of the original patent or application, he or she may apply
for a patent-of-addition. 20 ' The patent-of-addition expires on the expiration date
of the original patent.20 2 In addition, the Taiwan law provides that a person other
than the owner of the patent, or the right to patent, of the original invention may
file an independent application to cover the reinvention. 2 3 The only requirement
appears to be that the major technical contents of the original invention be used.204
In addition to the patent-in-addition, the Patent Law also provides for the equivalent of a U.S. divisional application.2 5
198. Id. art. 27. The other major system of determining the effective date of an invention, and
that used in U.S. patent law, is called "first to invent." CHisUM, supra note 145, § 2D[5][a], at
2-183. Determining the party who is the inventor of a product or process involves a complicated
system of priority rules. Id. The invention date is initially presumed to be the filing date of the patent
application, but evidence can be introduced to prove a prefiling invention date. Id. The date of
reduction to practice of the invention, the conception date, and the diligence with which the invention
was pursued prior to filing are all factors to be considered. Id.
199. Id.
200. ROC Patent Law art. 28. Under U.S. patent law, a continuation-in-part application repeats
a substantial part of a prior application, but also adds new matter. CHIsuM, supra note 145, §
2D[4][bl, at 2-180. One policy reason behind the continuation-in-part application is that it provides
the public with recent developments or improvements pertaining to new technological information. Id.
n.433. A practical reason is that the continuation-in-part application allows improved draftsmanship of
claims and provides a vehicle for the prosecution of nonelected claims. Id.
201. Id.
202. Id.
203. ROC Patent Law art. 29.
204. Id.
205. Id. art. 31; see also id. art. 32. Article 31 states:
When applying for a patent, each application shall only contain one invention.
However, if two or more inventions cannot be separated in practical use, such inventions may be contained in one application under any one of the following circumstances:
1. In the case of the utilization of the major constituent features of an invention;
2. In the case of product inventions the application may simultaneously cover inventions relating to the method of manufacturing the product, the method of utilizing
the product, and the machines, instruments [sic] or devices for manufacturing the
product or other items in which the specific feature of the article is utilized; or
3. In the case of an invention covering a process, the application may simultaneously
cover inventions relating to the machines, instruments or devices to be directly
used in practicing the process.
Id. art. 31.
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11. ParallelImports
Article 56 of the 1994 Patent Law expands on the exclusivity of the rights of
a patentee. The patentee is given "the exclusive right to preclude other persons
from manufacturing, selling, using, or importing for such purposes" the patented
article without the patentee's prior consent. °6 This grant of exclusivity is an
effort to address the parallel import abuses that occurred under the old article
42.207 Article 56 also provides that "the patentee of a patented manufacturing
process shall have the exclusive right to preclude other persons from using such
manufacturing process and using, selling or importing for such purposes, the
articles made through direct use of the said manufacturing process without his
prior consent." This enhanced protection of manufacturing patents is likely
addressed at the pharmaceutical industry.
While the 1994 amendments delete a previous compulsory licensing provision
in old article 42, new article 56 includes a disclaimer to the effect that the enhanced
protection described therein is not to be effective until after Taiwan is admitted
to GATT.2 ° s Moreover, the enhanced protection is not effective until one full
year after GATT's TRIPS agreements have become effective. 20 9 However, these
provisions conditional on GATT do not apply to foreign nationals whose countries
have signed an agreement with the Republic of China for the reciprocal protection
of patent rights.21 °
IV. Recent and Forthcoming Legislation
A.

INTEGRATED CIRCUITS PROTECTION ACT

Taiwan passed its Integrated Circuits Protection Law on July 13, 1995, and
therefore directly addressed one of the reasons cited by the U.S. Trade Representative for naming Taiwan to the "watch list" in April 1995.2" The Integrated
Circuits Protection Law parallels the U.S. Semiconductor Chip Protection Act
of 1984 (SCPA) that provides control of reproduction, importation, distribution,
and sale to the creator of a mask work for ten years.21 2 The U.S. Congress enacted
206. Id. art. 56.
207. 1986 Patent Law art. 42. Article 42 provided for only an "exclusive right of the patentee
to manufacture or sell or otherwise utilize his invention."
208. Id.
209. Id.
210. Id.
211. Integrated Circuit, supra note 84, at 1.
212. Hoffman, supra note 49, at 563. A mask work is defined as:
a series of related images, however fixed or encoded(A) having or representing the predetermined, three-dimensional pattern of metallic, insulating, or semiconductor material present or removed from the layers of a
semiconductor chip product; and
(B) in which series the relation of the images to one another is that each image
has the pattern of the surface of one form of the semiconductor chip product. ...
The Semiconductor Chip Protection Act of 1984, 17 U.S.C. § 901(a)(2).
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the SCPA because it feared that patent law did not adequately protect the enormous
investment involved in an integrated circuit, as chip layouts usually lack patentable
novelty and nonobviousness over the prior art.2 13 Copyright law was also inadequate because it could only protect the drawings of the chip and not the chip
itself.2" 4 Use of copyright law would also have had the undesirable result of
extending protection to foreign nationals' mask works under international copyright law's national treatment principle, without the owners of U.S. mask works
receiving similar treatment in foreign countries.2"' The SCPA instead borrows
concepts from both copyright and patent law, in addition to concepts relating
exclusively to semiconductor masks.216
The SCPA encourages other countries to adopt similar legislation by requiring
that the work be "first commercially exploited in the United States," or "owned
by a national or domiciliary of the United States, a stateless person, or a national
or domiciliary of a country that has signed a treaty protecting mask works to
which the United States is a party." 21 7 Article 5 of Taiwan's Integrated Circuits
Layout Protection Law states that a foreign owner of a circuit layout is eligible
for registration if "the foreign country has been verified as providing protection
to circuit layouts of ROC nationals." 21 8 Though it was promulgated in mid-1995,
Taiwan's layout protection law became effective February 11, 1996. As of this
writing, it is unclear whether the mentioned provisions of the U.S. and Taiwan
laws are sufficient to grant layout protection benefits to the citizens of either
country, though facially the laws appear to allow reciprocal registration.
Taiwan's Integrated Circuits Layout Protection Law grants the owner of a protected layout the exclusive right to preclude others from reproducing the circuit
layout in whole or in part, or importing or distributing for commercial purposes
the layout or an integrated circuit containing the layout.219 The duration of the rights
under the Act is ten years, as is the case in the United States under the SCPA.220
In order to qualify for protection, an application for registration must be filed within
two years after the first commercial exploitation of the circuit layout.22' As a transi-

213. CHISUM, supra note 145, § 6D, at 6-20.
214. Id.
215. Id. at 6-21.
216. Id.
217. Id. at 6-22. The SCPA also authorizes extension of protection to countries on an interim
basis conditioned upon those countries making good faith progress toward entering into a treaty with
the United States or adopting legislation complying with the SCPA's reciprocity requirements. Id.
at 6-23. The following countries have been extended interim protection: Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Japan, Luxembourg, the Netherlands, Portugal, Spain, Sweden, Switzerland, and the United Kingdom. Id. n.29.
218. INTEGRATED CIRCUITs LAYOUT PROTECTION ACT (Lee and Li, Attorneys at Law, trans.,

July 1995) [hereinafter Layout Protection Act].
219. Layout Protection Act art. 17.
220. Id.art. 19. The term is measured from the earlier of the filing date of the layout registration
or the date of the first commercial exploitation of the layout.
221. Id. art. 13.
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tional measure, applications for layouts that were first commercially exploited
within the two years preceding February 11, 1996, were considered under the Integrated Circuits Layout Protection Law if filed by August 10, 1996.222
B.

COMPLETE COMPLIANCE WITH

TRIPS

In preparation for joining the WTO, Taiwan has cut tariff rates on a number
of industrial and agricultural products and will gradually open its telecommunications, tourism, construction, and financial markets to foreign companies.223 The
GATT TRIPS agreement provides detailed rules for minimum standards of protection of intellectual property rights.224 Taiwan has indicated that it is determined
to abide by the standards established by TRIPS in the hopes of being accepted
into the WTO.225
TRIPS provides a transitional period for the implementation of the TRIPS
provisions of one year for developed countries, up to five years for developing
countries, and up to ten years for less developed countries. 226 With its 1994 Patent
Law, Taiwan complies with TRIPS on the minimum patent term of twenty years;
patentable matter including microorganisms; and requirements for patentability
including novelty, nonobviousness, and industrial applicability.227 Also, in accordance with the TRIPS requirements, article 56 of the 1994 Patent Law grants
the patentee the right to exclude others from making, using, selling, offering for
sale, or importing infringing products or processes.
TRIPS also requires the disclosure and claims of the patent application to
satisfy the U.S. patent law enablement and best mode requirements. 22' Article
22 of the 1994 Patent Law requires that a patent application include a "technical
description, and characteristics and functions which would allow persons skilled
in the art to understand the contents of and to practice the invention concerned."
While this provision clearly satisfies the enablement requirement, it is less clear
in requiring a description of the best mode of operating the invention.229

222. Letter from Tsar and Tsai Law Firm of Taipei, Taiwan, to Texas Instruments Inc. (Apr.
19, 1996) (on file with the author).
223. Tang, supra note 85.
224. Cordray, supra note 54, at 125.
225. Tang, supra note 85.
226. Cordray, supra note 54, at 125.
227. ROC Patent Law arts. 56, 50, 20, 21.
228. Cordray, supra note 54, at 126.
229. Under U.S. patent law, the specification and drawings of a patent application must contain
the following:
a written description of the invention, and of the manner and process of making and
using it, in such full, clear, concise, and exact terms as to enable any person skilled
in the art to which it pertains, or with which it is most nearly connected, to make
and use the same, and shall set forth the best mode contemplated by the inventor of
carrying out his invention.
35 U.S.C. § 112 (1991).
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A proposed amendment to the 1994 Patent Law includes the adoption of principles set forth in article 31 of TRIPS regarding compulsory licensing of a first
patent for the purpose of implementing a second patent.23 ° Under the proposed
amendment, if the owner of an improvement patent cannot agree on a crosslicensing arrangement with the owner of a broader, earlier patent, the owner of
the improvement patent must show that the invention claimed therein involves
an important technical advance of considerable economic significance to justify
the granting of a compulsory license. 31
V. Problem Areas under the 1994 Amendments
A.

MARKING

Article 82 of the 1994 law requires a patentee to "label his patented article
or the packaging thereof with the patent certificate number granted thereto."
That article also states that in the event of failure to so mark, "no claim for
damages shall be allowed in the case of patent infringement." Nevertheless,
failure to mark does not deprive the patentee of the right to pursue criminal
remedies.232 This marking requirement is often overly burdensome on an integrated circuit, for example. Such circuits may embody dozens of patents with
no practical way of marking that fact on the circuit or package.233
Though no Taiwan court decisions have been handed down on the new article
82, Supreme Court Decision No. 1034 in 1976 concerned the former marking
requirement found in old article 73. 34 The court concluded that proof that an
infringer is aware that a product is patented can overcome a lack of marking on
a product. 235 So, while the marking requirement appears ominous on its face,
the judiciary is likely to use discretion in applying it. Indeed, the semiconductor
industry has recently challenged the marking requirement as being too strict and

230. Letter from Lucy Chuang and Jennifer Lin, Tsar and Tsai Law Firm of Taipei, Taiwan, to
the author 5 (Feb. 17, 1996) (on file with the author).
231. Id.
232. Letter from Lucy Chuang & C.Y. Huang, Tsar and Tsai Law Firm of Taipei, Taiwan, to
Daniel Ho, Texas Instruments Inc. 2 (July 25, 1994) (on file with the author) [hereinafter Letter
from Chuang & Huang].
233. Semiconductor integrated circuits are typically very small in size because of the cost advantages inherent in fabricating as many circuits as possible on a single semiconductor wafer. See VLSI
TECHNOLOGY 566-72 (S.M. Sze, ed., 2d ed. 1988). In addition, the plastic or ceramic packaging
for the circuits is also small and is designed to accommodate pin arrangements dictated by industry
standards. Id. Many patents may be involved in the design or manufacture of these circuits. The
small size of the product and its packaging is often prohibitive of listing every pertinent patent
number. Additionally, the marking requirement presents an opportunity for abuse, such as requiring
that a mark be applied in such a way that it damages the goods or delays their importation. Cordray,
supra note 54, at 142. The problem is likely widespread since GATT includes article IX that regulates
marks and prohibits the country of origin from abusing marking requirements. Id.
234. Letter from Chuang & Huang, supra note 232, at 2.
235. Id.
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unreasonable.23 6 In response, the Republic of China Patent Authority is working
on a proposed amendment to article 83 that would allow a patentee to claim
damages even though the marking requirement is met, provided that the alleged
infringer is otherwise aware of the patent.237
Article 83 protects against disingenuous marking by specifying that an "advertisement made by a patentee, licensee or holder of compulsory license shall not
go beyond the scope as granted." This cautionary phrase appears to be an attempt
to prevent the listing of a great many patent numbers on a product in order to
create the impression that the product is better covered by patent protection than
it actually is. 2 38 Article 83 is given teeth by article 130, which provides that
"[a]ny person who violates the provisions of Article 83 shall be punished with
imprisonment not exceeding six months, detention, or in lieu thereof or in addition
thereto a fine not exceeding fifty thousand New Taiwan Dollars (NT$50,000)."
The fine corresponds to approximately US$2000. While no doubt aimed at unscrupulous counterfeiters, the threat of jail time for falsely marking a product could
potentially impact foreign corporations accustomed to playing their patents for
all they are worth. U.S. corporations typically mark products with patent numbers
having anything at all to do with the product. Article 130 appears to prevent
such wanton advertisement though some degree of intent to deceive is thought
to be necessary for the punitive measures to be applicable.239
B.

COMPULSORY LICENSING

The working requirement of the former patent law has been abolished. However, article 78 of the 1994 law provides for compulsory licensing of a patent
as follows:
In the case of a national emergency, or non-profit use of a patent for enhancement
of the public benefit, or when an applicant has failed to reach a licensing agreement
with the patentee concerned under reasonable commercial terms within a considerable
period of time, the Patent Authority may, upon application by the applicant, grant the
applicant to put the patented invention into practice provided that such practicing shall
be restricted to the purpose of satisfying the requirements of the domestic market.
In the absence of the situations set forth in the preceding Paragraph, the Patent
Authority still has the discretion to grant a license to the applicant to practice the patented
invention by request in the event of unfair competition by the patentee of such patented
invention and such patentee has received punishment imposed by a judicial judgment
or by the Fair Trade Commission of the Executive Yuan.

236. Letter from Lucy Chuang & Jennifer Lin, Tsar and Tsai Law Firm of Taipei, Taiwan, to
Mark E. Courtney of Texas Instruments Inc. (Mar. 8, 1995) (on file with the author).
237. Id.
238. Article 83 clarifies the prohibition on false marking in Paragraph 2, which states: "No
articles other than the one under patent protection or the one manufactured by the use of a patented
process, may be affixed with any wording or marking indicating that the article has been granted
a patent, or by which the article shall be misidentified by others as patented." Id.
239. Letter from Chuang & Huang, supra note 232, at 2.
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Article 78 further provides that the licensee shall pay the patentee "appropriate" compensation. If the amount of compensation is disputed, it will be
decided by the Patent Authority.2 40 The compulsory license, once obtained, is
not assignable to a third party, unless it is assigned together with the business
"
operation pertaining to the compulsory license.24
' In the event of dissatisfaction
with the grant of a compulsory license, an administrative remedy may be sought
under article 81.
Apparently, because these provisions run afoul of the GATT TRIPS provisions,
the Republic of China Patent Authority is developing a proposed amendment to
article 78 that would limit the grant of a compulsory license to situations where
the Patent Authority is convinced that the license is necessary for the promotion
of public well-being or where the patentee is found by a court or the Fair Trade
Commission as having engaged in unfair trade practices.2 42 Because of the obviously transitional and unsettled state of the law regarding compulsory licensing
in Taiwan, there has not been sufficient time for precedent to form regarding
the enforcement of these statutes. The same can be said for the rest of the 1994
Patent Law. Only time will tell whether Taiwan's Patent Law meets the needs
of not only Taiwan, but also of the nations of the world with which Taiwan does
business.
VI. Conclusion
Taiwan's modem evolution has taken the country to its present status as one
of the strongest trading nations in the world. Along the way, the people and the
nation have withstood political isolation and a post-war struggle for survival.
During its phenomenal economic growth in political isolation, the small, laborintensive companies of Taiwan flourished, at least partly, by manufacturing and
selling products for which they did not own the intellectual property rights.
However, Taiwan has reached the point in its development where it must foster
innovation both in its domestic industry and from abroad. The new Patent Law
is one aspect of a strategy designed to establish a legal infrastructure for the
cultivation of new technology, as well as to gain for Taiwan acceptance in the
global trade organizations vital to its continued prosperity.

240. ROC Patent Law art. 78.
241. Id.
242. Letter from Lucy Chuang & Jennifer Lin, Tsar and Tsai Law Firm of Taipei, Taiwan, to
Mark E. Courtney, Texas Instruments Inc. (Mar. 16, 1995) (on file with the author).
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